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(b) Borrowers mot currently receiving
payment subsidy. Payment assistance
may be granted to borrowers not cur-
rently receiving payment subsidy
whose loans were approved on or after
August 1, 1968, whose income does not
exceed the applicable low-income limit
for the area, are personally occupying
the RHS financed property, and who
meet the requirements of §3550.53(b),
(e), and (f). In general, to receive pay-
ment assistance the term of the loan at
closing must have been at least 25
years. If an account has been reamor-
tized and the initial term of the loan
was at least 26 years, payment assist-
ance may be granted even though the
term of the reamortized loan is less
than 25 years. Payment assistance may
be granted on a subsequent loan for re-
pairs with a term of less than 25 years.

(c) Cancellation of payment subsidy.
RHS will cancel a payment subsidy if
the borrower does not occupy the prop-
erty, has sold or transferred title to
the property, or is no longer eligible
for payment subsidy.

§3550.158 Active military duty.

The Soldiers and Sailors Relief Act
requires that the interest rate charged
a borrower who enters full-time active
military duty after a loan is closed not
exceed six percent. Active military
duty does not include participation in
a military reserve or the National
Guard unless the borrower is called to
active duty.

(a) Amount of assistance. If a borrower
qualifies for payment subsidy after re-
duction of the interest rate to six per-
cent, the amount of payment subsidy
received during the period of active
military duty will be the difference be-
tween the amount due at the subsidized
rate for principal and interest and the
amount due at a six percent interest
rate. The six percent interest rate will
be effective with the first payment due
after RHS confirms the active military
status of the borrower.

(b) Change of active military status.
The borrower must notify RHS when he
or she is no longer on active military
duty. RHS will cancel the six percent
interest rate and resume use of the
promissory note interest rate. A new
payment subsidy agreement may be
processed if the borrower is eligible.

§3550.159

§3550.159 Borrower actions requiring
RHS approval.

(a) Mineral leases. Borrowers who
wish to lease mineral rights to a secu-
rity property must request authoriza-
tion from RHS. RHS may consent to
the lease of mineral rights and subordi-
nate its liens to the lessee’s rights and
interests in the mineral activity if the
security property will remain suitable
as a residence and the Government’s
security interest will not be adversely
affected. Subordination of RHS loans
to a mineral lease does not entitle the
leaseholder to any proceeds from the
sale of the security property.

(1) If the proposed activity is likely
to decrease the value of the security
property, RHS may consent to the
lease only if the borrower assigns 100
percent of the income from the lease to
RHS to be applied to reduce principal
and the rent to be paid is at least equal
to the estimated decrease in the mar-
ket value of the security.

(2) If the proposed activity is not
likely to decrease the value of the se-
curity property, RHS may consent to
the lease if the borrower agrees to use
any damage compensation received
from the lessee to repair damage to the
site or dwelling, or to assign it to RHS
to be applied to reduce principal.

(b) Subordination. RHS may subordi-
nate its interests to permit a borrower
to defer recapture amounts and refi-
nance the loan, or to obtain a subse-
quent loan with private credit.

(1) When it is in the best interest of
the Government, subordination will be
permitted if:

(i) The other lender will verify that
the funds will be used for purposes for
which an RHS loan could be made;

(ii) The prior lien debt will be on
terms and conditions that the borrower
can reasonably be expected to meet
without jeopardizing repayment of the
RHS indebtedness;

(iii) Any proposed development will
be planned and performed in accord-
ance with 7 CFR part 1924, subpart A or
directed by the other lender in a man-
ner which is consistent with that sub-
part; and

(iv) An agreement is obtained in
writing from the prior lienholder pro-
viding that at least 30 days prior writ-
ten notice will be given to RHS before
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